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MINISTRY OF LAW 

(Legislativo Department) 
New Delhi, the 28th December, 1968 / Pausa 7, 1890 ( Saka ) 

The following Act of Parliament received the assent of the Pre 
sident on the 27th December , 1968 and is hereby published for gene 
ral information : 
TH EPOSIT INSURANCE CORPORATION 

(AMENI)MENT) ACT, 1968 
No. 56 OF 1968 

[27th December, 1968 ] 
An Act further to amend the Deposit Insurance Corporation 

Act, 1961. 
Be it enacted by Parliament in the Nineteenth Year of the 
Republic of india as follows: 

1. (1) This Act may be called the Deposit Insurance Corpora - Short title , 
tion (Amendment) Act, 1968. 

commence 

ment, etc . 
( 2 ) It shall come into force on such date as the Central Govern 
ment may , by notification in the Mcial Gazette , appoint, and differ 
ent dates may be appointed for different provisions of this Act and 
for different States or for different parts thereof. 
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(3 ) Any reference in any provision inserted in the Deposit In 
surance Corporation Act, 1961 (hereinafter referred to as the prin 
cipal Act ) , by any section of this Act to the commencement of the 
Deposit Insurance (Amendment ) Act, 1968 , shall, in relation to a 
State or part thereof, be construed as a reference to the date on 
which the said section comes into force in that State or part. 


aa 


Substitu - 2. In the principal Act, for the words and figures " the Banking 
tion of Companies Act, 1949 ", wherever they occur, the words and figures 

" the Banking Regulation Act, 1949 " shall be substituted . 
to Banking 
Companies 
Act, 1949. 
Amend 

3. In section 2 of the principal Act, 
ment of 
Kection 2 

(i) after clause (d ) , the following clause shall be inserted , 
namely : - 

( dd ) " co - operative bank" means a State co - operative 
bank , a Central co -operative bank and a primary co -opera 
tive bank ; ; 

( ii ) after clause (f) , the following clause shall be inserted , 
namely:-- - 

(ff ) " defunct co - operative bank ” means a co -operative 
bank 

(0) which has been prohibited from receiving 
fresh deposits ; or 

( ii ) which has been ordered or directed to be 
wound up ; or 

( iii) which has transferred all its deposit liabilities 
in India to any other institution ; or 

( iv ) which has ceased to be a co -operative bank 
within the meaning of sub -section ( 2 ) of section 36A 10 of 1949 
of the Banking Regulation Act, 1949 ; or 

( V ) which has converted itself into a non -banking 
co -operative society ; or 

(vi) in respect of which any scheme of compromise 
or arrangement or of reconstriction has been sanction 
ed under any law for the time being in force and such 
scheme does not permit the acceptance of fresh depo 
sits; or 

( vii) which has been granted a moratorium which 
is in operation ; or 


1 
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( viii) in respect of which an application for winding 
up is pending before the Registrar of Co -operative So 
cieties or other competent authority under any law re 
lating to co -operative societies for the time being in 
force in a State ; ; 


(ii) in clause ( g ) ,- - 

(a ) for the words " or a banking company” , the words 
" , a banking company or a co -operative bank " shall be sub 
stituted ; 

(b ) for the words "with a banking company" , the 
words " with a banking company or a co -operative bank ” 
shall be substituted ; 


( c) in sub - clause (i ) , after the words " where a bank 
ing company at the commencement of this Act” , the words 
" or where an eligible co -operative bank at the commence 
ment of the Deposit Insurance Corporation (Amendment) 
Act, 1968 ” sliall be inserted ; 


(iv ) after clause ( g ) , the following clause shall be inserted , 
namely : 


* ( 99 ) " eligible co -operative bank " means a co - operative 
bank the law for the time being governing which provides 
that 


(i) an order for the winding up, or an order sanc 
tioning a scheme of compromise or arrangement or of 
amalgamation or reconstruction , of the bank may be 
made only with the previous sanction in writing of the 
Reserve Bank ; 


( ii ) an order for the winding up of the bank shall 
be made if so required by the Reserve Bank in the cir 
cumstances referred to in section 13D ; 


(iii ) if so required by the Reserve Bank in the pub . 
lic interest or for preventing the affairs of the bank 
being conducted in a manner detrimental to the inte 
rests of the depositors or for securing the proper man 
agement of the bank , an order shall be made for the 
supersession of the committee of management or other 
managing body (by whatever name called ) of the bank 
and the appointment of an administrator therefor for 
such period or periods not exceeding five years in the 
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aggregate as may from time to time be specified by the 
Reserve Bank ; 

( iv ) an order for the winding up of the bank or an 
order sanctioning a scheme of compromise or arrange 
ment or of amalgamation or reconstruction or an order 
for the supersession of the committee of management 
or other managing body (by whatever name called ) of 
the bank and the appointment of an administrator 
therefor made with the previous sanction in writing or 
on the requisition of the Reserve Bank shall not be 
liable to be called in question in any manner ; and 


(v ) the liquidator or the insured bank or the trans 
feree bank , as the case may be, shall be under an obli 
gation to repay the Corporation in ihe circumstances, 
to the extent and in the manner referred to in section 
21 ; ; 


( v ) after clause (1 ) the following clause shall be inserted , 
namely : - - 


10 of 1949 . 


(hh ) " existirg co -operative bank ” means a co - operative 
bank carrying on the business of banking at the commence 
ment of the Deposit Insurance Corporation (Amendment) 
Act, 1968 , which either holds a licence at such commence 
ment under section 22 of the Banking Regulation Act, 1949 , 
or having applied for such licence has not been informed 
by notice in writing by the Reserve Bank that a licence 
cannot be granted to it but does not include a defunct co 
operative bank ; ; 

(vi) for clause (i) , the following clause shall be substituted , 
namely : - - 

(i) " insured bank ” means a banking company or an 
eligible co -operative bank for the time being registered 
under the provisions of this Act and includes for the pur 
poses of sections 16 , 17, 18 and 21, 

(i ) a banking company referred to in clause (a ) or 
clause (b ) of section 13 , or 


( ii ) a co -operative bank referred to in clause (a ) 
or clause (b ) of section 13C , 


the registration whereof has been cancelled under Section 
13, or as the case may be , under section 13C ; ; 
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(vii ) after clause (1:) , the following clause shall be insert 
ed , namely : — 

(kk ) " new co -operative bank " means a co -operative 
bank which begins to transact the business of banking altor 
the commencement of the Deposit Insurance Corporation 
( Amendment) Act , 1968 , under a licence granted to it unur 
section 22 of the Banking Regulation Act, 1949 , and includes 
a primary credit society becoming a primary co -operative 
bank aftor such commencement ; ; 


10 of 1949 . 


(viii ) after clauso (P ) , the following clause shall be insert 
ed , namely : 


( a ) the expressions " central co - operative bank " , " Co 
operative society " , " primary co - operative bank " , " primary 
crcdit society " and " State co - operative bank " shall have the 
meanings respectively assigned to them in the Reserve Bank 
of India Act, 1934 . . 


2 of 1934. 


4 . For section 4 of the principal Act, the following section shall Substitu 
be substituted , namely : 

tion of 
new sec 
tion for 
snction 4 , 


" 4 . ( 1 ) The authorised capital of the Corporation shall be Capital 
one crore of rupees but the Central Government may , in consul- of Corpo 
tation with the Reserve Bank , increase such capital from time ration . 
to time, so, however , that the total authorised capital shall not 
exceed five crores of rupees . 


( 2 ) The authorised capital for the time being of the Corpo 
ration shall be fully paid - up and shall stand allotted to the 
Reserve Bank ." . 


5 . In section 6 of the principal Act, in sub -section ( 1 ) ,-- 

Amend 

ment of 
(i) in clausç (6 ) , for the words " a Deputy Governor ” , the section 6 . 
words " a Deputy Governor or any other officer ” shall be sub 
stituted ; 

( ii ) for clause (d ), the following clause shall be substitut 
ed , namely : - - 

" (d ) five directors nominated by the Central Govern 
ment in consultation with the Reserve Bank , three of whom 
shall be persons having special knowledge of commercial 
banking , insurance , commerce, industry or finance and (wo 
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of whom shall be persons having special knowledge of, or 
experience in , co -operative banking or co - operative move 
ment, and none of the directors shall be an officer of Gov 
ernment or of the Reserve Bank or an officer or other em 
ployee of the Corporation or a director , an officer or other 
employee of a banking company or a co -operative 
bank or otherwise actively connected with a banking com 

pany or a co -operative bank .” . 
6 . In Chapter III of the principal Act, in the heading , after the 
words “ BANKING COMPANIES " , the words " AND CO -OPERATIVE BANKS" 
shall be inserted . 


Amend . 
ment of 
Chapter 
III. 


7. After section 13 of the principal Act , the following sections 
shall be inserted , namely : 


Insertion 
of new 
sections 
13A , 13B , 
13C and 
13D . 
Registra 
tion of 
co -opera 
tive banks, 


" 13A , ( 1) No co -operative bank shall be registered under 
this section unless it is an eligible co -operative bank . 


(2 ) Subject as aforesaid , 

(a ) the Corporation shall register every existing co 
operative bank as an insured bank before the expiry of 
thirty days next following thợ commencement of the De 
posit Insurance Corporation (Amendment) Act, 1968 ; 

(b ) the Corporation shall register as an insured bank 


(i) every new co -operative bank (other than a 
primary credit society becoming a primary co -operative 
bank after the commencement of the Deposit Insurance 
Corporation (Amendment) Act, 1968 ] as soon as may , 
be after it is granted a licence under section 22 of the 
Banking Regulation Act, 1949 ; 


10 of 1949, 


(ii) a primary credit society becoming a primary 
co -operative bank after such commencement within 
three months of its having made an application for a 
licence under the said section : 


Provided that a bank referred to in clause (b ) shall not 
be so registered if it has been informed by notice in writing 
by the Reserve Bank that such a licence cannot be granted 


to 


it . 
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13B . Every co -operative bank , being a defunct co -operative Registra 
bank at the commencement of the Deposit Insurance Corpora 

* defunct 
tion (Amendment) Act, 1968 , by reason of sub - clause (vii) or co 
sub -clause ( vii ) of clause (ff ) of section 2 shall , unless it be- tive 
comes a defunct co - operative bank under any other sub - clause banks. 
of that clause , be registered by the Corporation as an insured 
bank as soon as may be after the termination of the order of 
moratorium , or as the case may be , the rejection or dismissal of 
the application for its winding up provided it is an eligiblo co 
operative bank and it either holds a licance granted under sec 
tion 22 of the Banking Regulation Act, 1949, or having applied 
for such licence in accordance with that section , has not been 
informed by notice in writing by the Reserve Bank that a 
licence cannot be granted to it . 


10 of 1949. 


13C . The registration of a co -operative bank as an insured Cancella 
bank shall stand cancelled on the occurrence of any of the fol- tion of 
lowing cvents, namely : --- 

registra 
tion of co 
operative 

banks, 
(a ) if it has been prohibited from accepting fresh de 
posits; or 


( b ) if it has been informed by notice in writing by the 
Reserve Bank that its licence has been cancelled under sec 
tion 22 of the Banking Regulation Act, 1949 , or a licence 
under that section cannot be granted to it ; or 


10 of 1949. 


(c) if it has been ordered or directed to be wound up ; 


or 


( d ) if it has transferred all its deposit 
India to any other institution ; or 


liabilities 


in 


(e ) if it has ceased to be a co -operative bank within 
the meaning of sub -section ( 2 ) of section 36A of the Bank 
ing Regulation Act , 1949 ; or 


10 of 1949. 


(f) if it has converted itself into a non -banking co 
operative society ; or 
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( g ) if in respect of it any scheme of compromise or 
arrangement or of reconstruction has been sanctioned by a 
competent authority and the said scheme does not permit 
the acceptance by it of fresh deposits ; or 


(1 ) if it has been amalgamated with any other co -ope 
rative society ; or 


(i) if it ceases to be an eligible co -operative bank , that 
is, if the law for the time being governing such co -operative 
bank does not provide for all or any of the matters refer 
red to in clause ( 99 ) of section 2. 


13D . (1) The circumstances referred to in sub -clause (ii) of 
clause (99 ) of section 2 (being circumstances in which the 
Reserve Bank may require the winding up of a co -operative 
bank ) are the following, namely : -- 


Circum 
stances in 
which 
Reserve 
Bank 
may 
require 
winding 
up of co 
operative 
banks, 


(a ) that the co -operative bank has failed to comply 
with the requirements specified in section 11 of the Bank 
ing Regulation Act, 1949 ; or 


10 of 1949, 


(b ) that the co -operative bank has by reason of the 
provisions of section 22 of the said Act become disentitled 
to carry on banking business in India ; or 


. (c ) that the co - operative bank has been prohibited from 
receiving fresh . deposits by an order under sub -section (4 ) 
of section 35 of the said Act or under clause ( b ) of sub 
section (3A ) of section 42 of the Reserve Bank of India 
Act, 1934; or 


2 of 1934 


10 of 1940 


(d ) that the co -operative bank having failed to comply 
with any requirement of the Banking Regulation Act , 1949 , 
other than the requirements laid down in section 11 thereof , 
has continued such failure or , having contravened any pro 
vision of that Act has continued such contravention beyond 
such period or periods as may be specified in that behalf by 
the Reserve Bank from time to time, after notice in writing 
of such failure or contravention has been conveyed to the 
co -operative bank ; or 


is unable to 


pay its 


( e ) that the co -operative bank 
debts ; or 
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(f) that in the opinion of the Reserve Bank 


- - 


(1) a compromise or arrangement sanctioned by a 
competent authority in respect of the co -operative bank 
cannot be worked satisfactorily with or without modi 
fications, or 


is 


(ii ) the continuance of the co - operative bank 
prejudicial to the interests of its depositors . 


(2 ) Without prcjudice to the provisions of any other law 
for the time being in force, a co -operative bank shall , for the 
purpose of clause (e ) of sub -section (1) , be deemed to be un 
able to pay its debts :--- 


(i) if, on the basis of the returns, statements or infor 
mation furnished to the Reserve Bank under or in pur 
suance of the provisions of the Banking Regulation Act, 
1949 , the Reserve Bank is of opinion that the co -operative 
bank is unable to pay its debts ; or 


10 of 1949, 


(ii) if the co -operative bank has refused to meet 
any lawful demand made at any of its offices or branches 
within two working days , if such demand is made at a place 
where there is an office, branch or agency of the Reserve 
Bank, or within five working days if such demand is made 
elsewhere and, in either case , the Reserve Bank certifies in 
writing that the co - operative bank is unable to pay its 
debts ," . 


8. In section 14 of the principal Act, in sub - section ( 1) , for the Ameud 
words " banking company" , wherever they occur, the words " bank - ment 

section 14 . 
ing cuinpany or co -operative bank " shall be substituted . 


9 . In section 15 of the principal Act, in sub-section ( 1) , in the Amend 
second proviso , after the words and figures " under section 13 " , the went of 
words, figures and letter " or under section 13C " shall be inserted . Section 10 . 


10. In section 16 of the principal Act, in sub - section (1) , in the Ameu 
first proviso , after the word and figures " section 13 " , the words , 

section 10 , 
brackets, letters and figures " or clause (a ) or clause (b ) of section 
13C " shall be inserted . 
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11. In section 17 of the principal Act, 


Amend 
ment of 
section 17 . 


(i) in sub -section (2 ), for the words and figures “ to each 
depositor of the insured bank in respect of his deposit the 
amount payable under section 16 either directly or through the 
liquidator or through any other agency as the Corporation may 
determine" , the following words , figures, brackets and letters 
shall be substituted , namely : - 


" the amount payable under section 16 in respect of the 
deposit of each depositor 


(a ) directly to the depositor, or 


(b ) to the depositor through such agency as the 
Corporation may determine, or 


( c ) to the liquidator." ; 


(ii) after sub -section (2 ) , the following sub - section shall be 
inserted , namely : - - 


" (3 ) Where the Corporation pays under sub - section 
(2 ) , any amount in respect of the deposit of a depositor to 
the liquidator, the liquidator shall pay or cause to be paid 
that amount to the depositor and any expenses incurred by 
the liquidator in making such payment shall be treated as 
expenses incurred in the winding up of the insured bank.". 


Amend 12. In section 36 of the principal Act, in sub -section ( 1) , after 
ment of the words of its officers" , the words " or through such other person 
section 36 . 

· or agency as the Reserve Bank may determine" shall be inserted . 


Amend - 13 . In section 42 of the principal Act , for the words " or any other 
ment of person authorised by the Corporation ", the words " or any other 
section 42 . 

person or agency authorised by the Corporation or the Reserve 
Bank " shall be substituted . 


14 . In the Explanation to section 48 of the principal Act, 


Amend . 
ment of 
section 48 . 


(i) in clause ( a ) , after the words and includes " , the words 
" a co -operative society or ” shall be inserted ; 
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( ii ) in clausę (b ) , after the words " in the firm ” , the words 
" and in relation to a co -operative society includes any member 
of a committee of management or other managing body (by 
whatever namc called ) to which the management of the affairs 
of the bank is entrusted " shall be inserted . 


V . N . BHATIA , 
Secy . to the Govt. of India , 


Wu . 


- 
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